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THE OUTLOOK FOR 1949 
A LTHOUGH 1948 set many agricultural records that will probably not be 








broken this year, most farmers can expect to do very well in 1949. While 
most prices of farm products will be lower than last year, virtually all farm 
products will be produced and marketed at near record levels. 


Supplies of seed, fertilizer, labor and farm machinery are for the most part 
adequate and, except in small areas, the weather has been favorable. Of course, 
the possibility of a protracted drought is an annual threat, but this seems to be the 
only possibility that can keep 1949 from being another very bountiful year. 


The world food outlook is also better, and this improvement will quite possi- 
bly cut down the export of some farm products - which could result in rather large 
surpluses, However, the price support system will forestall losses to the farmer 
in these cases, 


While the drop in the prices farmers receive for their products has been only 
partially offset by declines in prices of products the farmers buy, the over-all 
nqeeenanel outlook remains bright, although not so bright as the record —_ of 1948, 
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The charts and this report bring many of the de- “\FARM TAXES | ® 
tails of the farm picture into sharper focus. of —PER ACRE _ 





Chart 1 compares the prices of farm commodi- 
ties with general commodity prices from 1797 to 
1948, The historical background shows that farm 
prices have experienced more of a rising trend 
than have the prices of other commodities, Since it 
is impossible to show much detail on a chart covering 
such a long period, we have added Chart 2 immediate- © ; 
ly below Chart 1. This detailed chart shows the 
course of farm and commodity prices during 1948 39 0 19201930 19401980 
and the first quarter of 1949. It will be noticed that since July 1948 the farm price 
index has been dropping slowly. The general commodity price index has also dropped, 
though somewhat slower. We believe that the prices of farm products will continue 
to trend downward at least for the balance of the year, but we do not anticipate 
any serious collapse, The demand for farm products, although slackening, is likely 
to remain a good deal higher than the prewar average. 


CENTS PER ACRE 





Chart 3 shows the average tax per acre on all farm land in the country. This 
tax is now higher than at any time in the nation’s history, except for the 10-year 
bulge in the 1920’s, It is interesting to compare the average taxes in each State 
(Chart 4) with the national average shown in Chart 3. 
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AVERAGE CASH INCOME FROM FARM MARKETING 
PER FARM BY STATES IN 1948 
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cL sr Charts 4, 5 and 6 are three maps show- 
NT AND GOVERNMENT PAYMENTS oS | ing taxes per acre by State for 1947, cash 

' income per farm by States for the year 
1948, and government payments per farm 
by States in 1947. 


The States with the highest taxes per 
acre are for the most part those with the 
small, highly productive farms. Massa- 
chusetts, Connecticut and New Jersey are 
the three States with the highest tax per 
acre, with a levy of $3.46, $2.67 and $2.59 
per acre, respectively. The other high 
income States of California, Iowa and IIli- 
nois also have rather high per-acre farms, 
Farm taxes, like all others, have been in- 
creasing for several years and may be ex- 
pected to continue upward as the various 
governments step up their never-ending 
search for more revenue, 








--|- FARM VALUES COMPARED WITH — —] Arizona and California 
PRICES ,OF FARM PRODUCTS © | are the two leading States 

nae in cash income from farm 
marketing. Both States prac- 
tice widely diversified farm- 
ing with their production of 
meat animals, vegetables, 
and citrus fruits. Of course, 
the production per acre is 
much greater in California, 
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| AVERAGE INTEREST RATES 
where the average-sized farm is ON FARM MORTGAGES 


much smaller than most of the Ari- a | | 1 
zona ranches, Highest dollar produc- 
tion per acre comes from the heavily 
worked small farms of New Jersey, 
Delaware and Connecticut. The only 
State to show a decrease from 1946 
in the cash income per farm during © 
1948 was Florida. Allother States ‘°*} > t 
showed sizable increases, In 1948 
there were eleven States whose 
farmers received over $1.0 billion 
in cash receipts from farm market- 
ing. Iowa headed the list with $2.4 | | 
billion, followed by California, $2.2;  *°so —ee ee oe ce 

Texas, $1.9; Illinois, $1.8; Minnesota, $1.3; Kansas and Missouri, $1.2 each; 
Wisconsin, $1.1; and Ohio, Indiana and Nebraska with slightly over $1.0 billion 
each, The West North Central region comprised of the seven States of North Da- 
kota, South Dakota, Kansas, Nebraska, Minnesota, Iowa and Missouri led all other 


regions with over $8.5 billion in cash receipts from farm marketing for the year 
1948, . 
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The subsidy payment pattern of the government continues to follow its somewhat 
puzzling course of paying high subsidies to high-income farms and low subsidies to 
low-income farms. This practice probably has some very sound reasoning behind 
it, but it seems that the poorer farms in the deep South would benefit much more 
if the pattern were reversed, The subsidy payments have, happily, been decreas- 
ing in recent years, but we doubt seriously whether they will be discontinued for 
many years to come, It appears that the government has at last hit upon a new 
support system that will be less of a burden to the consumer. The nub of the new 
plan is for the government to let most prices seek their level and to pay the pro- 
ducer a direct subsidy equal to the difference between market price and “fair price,” 
Although the consumer will still be taxed to provide the “fair price,” he will still 
benefit somewhat from lower prices in the stores, 


Chart 7 shows the cash income from farm marketing and government payments 
from 1910 through the first quarter of 1949. During 1948 total farm cash income 
approached $32.0 billion. This is over twice the peak amount reached in 1920 and 
over three and one-half the total collected by farmers in 1940, Although last year 
set a new record for farm income, the year was also characterized by a leveling off 
of the steep rise that has persisted since the early 1940’s, It will be quite surpris- 


ing if farm income does not drop during this year to a point near the $30 billion 
mark, 


We feel that the Department of Agriculture’s attempts to stabilize farm income 
by a new parity concept based on “income parity” rather than “price parity” are 
strides in the wrong direction and will ultimately prove unpopular with most farm- 
ers, We say this because the program envisions much more rigid control over 
crops than is now exercised, Farmers, being the rugged individuals that they are, 
are almost certain to resent added government interference even more than they 
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appreciate the Federal handouts. As FARM REAL ESTATE LOANS 

this bulletin goes to press, the Agricul- BY LENDERS 

tural Program is still up in the air, but a a | SE | 
good guess would be that no sweeping NSURANCE coMPawies [EJ| MORTGAGES * 
changes in price supports will pass Con- soo} pegpbernien: +~ THER LENDERS = 
gress. We expect, therefore, that the _ FEDERAL FaaM MoAT cone LT] e 
90% of parity price supports will be de- ¢ ee 
feated and that Senators Hope and Aikins’ <a Py 
plan for flexible prices will be allowed § ma | 

to come into effect. 








Chart 8 compares the value of farm 
lands (blue line) with the price index of ; 
farm products, Since the prices of farm ? _ 
products have a direct influence on the —— 
income farmers receive, they naturally 
have a very Close relationship to the value 
of farm lands. Apparently the drops in 
the price index precede the drops in farm 4 
values by about a year, There’s nothing 19934 ‘35 ‘36 ‘37 (38 ‘39 40 ‘41 ‘42 ‘43 ‘44 '45 '46 ‘a7 48 
ironclad about this assumption but the year’s time lag between the downturns is 
noticeable in 1919 and 1920 and in 1929 and 1930. In both cases the price index 
turned down one year before the index of farm land values did, In 1941 the price 
index started its steep climb and about a year later the value of farm lands followed, 
Now that the price of farm products has turned down so sharply, the value of farm 
lands should start down some time within the next 12 months. We do not base this 
guess entirely on the timing outlined in the chart, but also on the fact that it seems 
inconceivable that farm land values can continue at their present or higher levels 
in the face of a protracted dollar drop in the products farm lands produce, 

















Chart 9 outlines one of the healthiest characteristics of the entire farm situation. 
At no time since 1910 has the percentage of farm mortgages to farm value been so 
low as it has in the last three years, On January 1, 1949, the percentage reached 
the lowest point on record - approximately 7-1/2%. In other words, the American 
Farm is mortgaged to only 7-1/2% of its present value. Contrast this record low 
with the 13% to 20% figures of the early 1920’s (when farm values were higher than 
at present). Of course, this percentage figure is low for two reasons. For one, the 
value of farm lands has been increasing rapidly since 1940, and for another, the total 
amount of farm mortgages has been showing a downward trend. Thus the percentage 
of mortgages to value has been cut down from both the debt and value sides. We 
believe that if this percentage figure changes during the present year, the change 
will be small and in an upward direction, We say this because we do not expect a 
big drop in the value of farm land, nor a big rise in the total of farm mortgages to 
take place in 1949, While there has been some slight increase in the national total 
of farm mortgages since 1946, two sections, the Great Plains and the Corn Belt 
States, continue to show decreasing mortgage totals. 


The next chart, 10, shows the average interest rates on farm mortgages from 


1910 through 1948, These rates are still at a near-record low but we believe that 
they will soon begin to move upward slowly. 























Chart 11 helps explain the dropping 
interest rates of the 1930’s, Although 
interest rates would probably have fallen ‘ : — 
regardless of government lending, the st | MBB Fonte ‘on ts We 
lower rates offered through the Federal a ry 
Land Bank no doubt accelerated the de- = ae 
cline. As in the case of residential 
mortgages, the government’s pres- 
ence in the field is strong enough to 
have a dampening effect on a return to 
rates of pre-depression days. This chart 
also shows that insurance companies, 
commercial banks and individuals have 
been increasingly active in the farm 
mortgage field, while government par- 
ticipation has been diminishing. We 
expect that during the next few years 
this trend will show a slow reversal, 


GROSS INCOME FROM FARMS . 


Chart 12 shows the gross farm in- 
come from 1929 through 1948. As can 
be seen, last year set a new record of 
over $35 billion. This figure included 
the value of farm products retained on the farm and the rental value of farm homes 
as well as the cash income from farm marketing. At this time last year, we felt 
that 1947 was to be the record year; however, it was exceeded by 1948. Now, with 
farm prices sliding for almost nine months, we feel more confident in our guess 
that 1948 will be the peak farm income year for at least several years, 





Chart 13. The value of farm property on January 1, 1949, was estimated at 
over $95 billion. This figure established a new all-time high, and will probably 
be the peak for some time to come, In comparing the increases since 1920 in the 
four factors that make up total value, machinery and equipment for production 
showed the largest increase. Since 1920, the value of this factor increased from 
$3.3 billion to $10.9 in January 1949, This is an increase of $7.6 billion, or 230%. 
The value of livestock and poultry increased $6.0 billion, or 70%, from 1920 to 1949. 
The other two factors, value of land and buildings and crops held for sale, increased 
only slightly - less than 1% and 4%, respectively. 


The new peak of values is almost 20% above the peak reached in 1920, and was 
made possible largely through the increases in the value of machinery and live- 
stock, Of course, it is only natural for the value of machinery and equipment on 
farms to continue to increase over the long pull, 


Chart 14 shows the long-range result of more mechanical equipment on farms, 
This chart records the output per man hour in agriculture from 1910 through 1947, 
The rise in productivity is not entirely due to increased quantities of equipment. 
Improved strains of livestock and seed, better weed and pest control, higher ef- 
ficiency of farm management and increases in the skill and effort of the work force 
have also contributed greatly to higher output per man hour, 
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1949 FIGURES 
PRELIMINARY 


Although this index will even- 
tually reach a high plateau, it 
will probably go on increas- 
ing for many years before this 
leveling off stage is reached, 
The thin red line running 
through the swings of the blue 
line indicates the rising trend 
of agricultural productivity. 


The small insert chart 
shows the output per man hour 
during 1947 in the various ag- 
ricultural areas of the coun- 
try. Both of these productiv- 
ity charts are based on De- 


partment of Agriculture studies on the production of meat animals, poultry, milk, 
wool, grains, hay, cotton, oil-bearing crops, tobacco, vegetables, fruits, nuts and 
sugar crops. 


In studying the bar chart it should be remembered that weather conditions may 
have a pronounced influence on the output per man hour in the various areas, An 
area with low productivity in one year due to adverse weather may have a very high 


rate the following year with improved weather. 
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